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Such being the amount of evil (whether with or
without any compensating advantage in the particular
purpose which it fulfils is not here the question) in-
flicted upon the mercantile interests of the country by
the Act of 1844 when trade is pursuing its ordinary
course, we have now to inquire what is its effect upon
them in times of commercial difficulty and distress.
The immediate occasion of what is termed a " com-
mercial crisis " is a sudden and general contraction
of credit; and there are two causes by which, taken
either separately or together, this effect is chiefly
produced. The first is that which is commonly
called " over-trading," or, in other words, excessive
commercial or industrial speculation; and in this
case the course of events is generally as follows. The
unusual extension of credit produces a rapid rise of
prices, or in other words a fall in the exchange value
of the precious metals. The precious metals therefore
begin to leave the country in search of a better
market, and thus the loan fund is diminished; while
on the other hand,' the perceptible approach of the
collapse of speculation causes an unusual demand for
money on the part of speculators for the purpose of
postponing the evil day. Thus the rate of discount
advances under the double action of reduced supply
and increased demand. Credit is still further con-
tracted by the panic which begins to affect lenders,
and those speculators who are unable to obtain further
advances are compelled to sell their goods at the best
price they can obtain. Prices accordingly begin to
fall; there is a general eagerness to sell in order